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I. INTRODUCTION 


The immediate objectives of policy development within 
C.M.H.C. have largely been shaped by the legislative 
revision process, and more specifically, by a “two 
phase" approach to legislative amendment. During a 


first phase -- ending September 30th, 1971 -- proposals 
for immediate policy and legislative change were to be 
presented to Management for decisions. These proposals 


were to be consistent with longer term policy orienta- 
tion which would be reflected in a possible major revi- 
sion of the Act during the fall of 1972 or spring of 
1973 -- the end of the second phase. 


The present report deals specifically with the develop- 
ment of a low income housing policy within C.M.H.Cc. It 
results from extensive consultations and joint efforts 
by officials of Policy Planning and other Operating 
Divisions and the Low Income Housing Study Group. 


A Low Income Housing Sector Team was established within 
the Policy Planning Division and was immediately ex- 
panded to include officials of the U.R.P.H., Loans, 
Appraisals and A. & P. Divisions. Team members also 
had access to policy documents and reports (e.g. NHA 
enquiry ~- 1965) produced within CMHC during the past 
few years. 


Continuous liaison was maintained between the Sector 
Team and members of the Low Income Housing Study Group. 
The Study Group was in the process of examining its 
findings, developing an explanatory framework for the 
housing problems and needs of low income groups and 
identifying policy alternatives. Sector Team members 
were informed of the Study Group's findings, deduc- 
tions and conclusions during frequent meetings and 
discussions with the latter; but these could not be 
verified since research and background data had not 
been sufficiently collated at that time. 
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II. EVOLUTION OF A LOW INCOME HOUSING POLICY 


dg POLICY FRAMEWORK 


The provision of low income housing has been the main 
thrust of CMHC programs during the past few years. In 
1970, of a total budget of $1094 M., $975 M. were re- 
served for low income housing (including section 47 - 
formerly 36B, section 58 -- formerly 40 and the special 
$200 M. program). Of a total 1971 budget of $942 M., 
$789 M. were earmarked for this purpose (including 
sections 47 and 58). 


It is clear that the Corporation is being increasingly 
drawn into the low income housing field. There is a 
need for rationalizing this involvement in terms of 
CMHC's future role, aims and priorities. Present 
approaches to the problem of housing low income groups 
must be reviewed in order to ensure that they are 
actually dealing with realities in meeting their stated 
objectives. 


The rapid socio-economic changes experienced in Canada, 
coupled with continuing urban growth, have made it 
extremely difficult to cope with the increasing human 
and environmental problems of large scale collective 
living. The issue of low income housing has possibly 
more to do with social goals than economic ones. The 
implication may be a major realignment of priorities 
with emphasis on the coordination and integration of 
related social and economic programs. Low income hous- 
ing policy must therefore be viewed within the context 
of a broader policy orientation which attempts to 
rationalize various social, economic and program factors. 


2% THE FACTORS 


Formulation of a low income housing policy involves in 
depth examination of a number of factors, namely: 


(1) The ability of the low income sector to 
provide down payments, carry mortgages 
together with its ability to meet rental 
requirements. 


(2) Location factors. 


(3) The form of demand, in cost, quality and 
design. 
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(4) The capability of the ee to aero 
effectively to needs. 


(5) The position of the mortgage market in 
relation to demand. 


(6) The quality of the environment in the 
initiated housing stock. 


(7) The relationship between the provision of 
| housing and the nature of community social 
processes. 


(8) The position of provincial and municipal 
governments in this question, especially as 
it relates to infrastructure requirements, 
capital expenditure and municipal tax base. 


cP LONG-TERM POLICY ORIENTATION 
Far Term 


Problems of low income housing are intimately associated 
with the highly complex and rapidly changing urban en- 
vironment, inter-governmental relations and many socio- 
economic variables. Far-term policy direction evolves 
from an in-depth knowledge of these many variables as 
well as from inter-departmental and inter-governmental 
consultations. 


Mid Term 


Important issues relating to the formulation of a low 
income housing policy can only be resolved by a com- 
prehensive and thorough study of all options and 
implications involved. These issues more specifically 
relate to the following: 


(1) The federal/CMHC role in the production and dis- 
tribution of low cost housing. 

- Funds could be transferred to provinces through 
cash transfers or tax abatement. 

- CMHC could deal with provinces in terms of pro- 
grams (e.g. bulk loans, grants, master agree- 
ments) instead of by projects. 

-~ A joint federal/provincial thrust could be 
launched to solve low income housing problems. 

- The federal government's growing presence in 
Canadian cities could create the planning and 
environmental context needed for well integrated 
low income housing programs. 


(2) The issue of the distribution of housing - Federal 
income distribution policies - and the feasibility 
of various mechanisms which would provide access 
by low income groups: 
~ Guaranteed annual incomes 
- Shelter allowances 

Rental supplements 

- Subsidized home ownership 

- Subsidized rentals 


(3) The question of low cost housing production and 
government's role in the delivery of low cost 
housing - the future of the public housing program. 


(4) Comprehension of the many social implications of 
housing policy and programs. The extent to which 
the participation of low income citizens in the 
planning and implementation of projects is 
feasible. 


Near Term 


The above mid term policy alternatives involve import- 
ant constitutional issues and federal/provincial rela- 
tions, which, in the near term, will require inter- 
governmental consultations and negotiations. These 
issues are also relevant to other policy areas, 
particularly urban assistance. They will be specifi- 
cally covered in a separate strategy paper dealing with 
procedure for consultation with other governments and 
federal departments. 


Research must also be directed, in the near term, at 
complex issues ~ economic and social implications of 
shelter allowances - citizen participation in planning 
and implementation of projects - which have a direct 
bearing on the choice of mid-term alternatives and 
formulation of a long-term low income housing policy. 
These are important issues for the development of a 
housing research and development program and will be 
included in a report on this subject. 


The present report deals specifically with near term 
measures which would facilitate the rational develop- 
ment of a long-term low income housing policy. 


Current trends are rapidly closing off alternatives 
to an increasing involvement of governments in the 
delivery of low cost housing. The potential of the 
housing market is continuously narrowing to the extent 
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that free choice is open only to those with incomes 
markedly above the national average. Public housing is 
the only answer at the present for an increasing number 
of families and individuals. Other institutions - 
private developers, non-profit organizations, housing 
cooperatives - must be further involved in the produc- 
tion of low/moderate income housing if these trends 

are to be reversed. This would be the principal ob- 
jective of near term low income housing policy and the 
main thrust of ensuing programs. 


4. PROGRAM DEVELOPMENT 


Program areas, which are dealt with separately in the 
following chapter of the present report, deal with 
existing or potential sections of the Act which have 
specific objectives (e.g. housing students) and which 
may be allocated capital resources. 


Low income housing strategy will involve determining 
the mix, nature and use of these resources towards 
objectives identified through an in-depth examination 
of needs and related factors (e.g. combining the ob- 
jectives and resources of "assisted home ownership," 
"entrepreneur housing," etc. to meet the needs of 
unattached individuals in urban areas). 


The present report does not deal with the specific 
allocation of resources. This would result from a 
thorough examination of the findings of the low income 
housing study group which is expected to report on the 
quantitative and qualitative needs of low income groups 
as well as on other program factors. This data is 
currently being compiled. Further research may be 
required to provide additional and essential informa~ 
tion. "Planning" or "program development" is an 
important stage of the policy development process which 
will be a priority assignment of the Policy Planning 
Division within the next few months and which will 
closely involve other interested Corporation divisions. 


The report does, however, provide Management with an 
opportunity to examine, within individual program 
areas, policy options available for improving the 
effectiveness of these programs at meeting their 
specific objectives as well as legislative amendments 
which could be sought during the first phase (1971-72) 
of the legislative revision process. Since program 
areas are in fact instruments which would be combined 
towards broader low income housing objectives, Manage- 
ment policy decisions and knowledge of possible legis- 
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lative authority are essential prerequisites to the 
development of viable low income housing programs. 
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5 BUDGETARY IMPLICATIONS 


The report from the Low Income Housing Study Group is 
expected to contain data on low income housing needs, 
cost predictions as well as program proposals. This 
information, supplemented by work of the Division 
where necessary and feasible, would provide the neces- 
sary input to the following: 


(1) The preparation of the 1972 budget (October 
1971). Priorities would be suggested between 
programs (e.g. “assisted home ownership" / 
"entrepreneur housing") and within programs 
(e.g. urban/rural areas) for allocation of 
available budgetary funds. 


(2) An assessment of longer term (5/10 years) 
budgetary implications of programs developed 
during the "planning" phase of the policy 
development process. 


Lit. PROGRAM AREAS 


Policy options relating to the following program 
areas are contained in the present chapter. 
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Public Housing. 
Entrepreneur and L.D. Housing. 
Cooperative Housing. 
Non-Profit Housing. 
Assisted Home Ownership. 
Mobile Homes. 

Senior Citizens Housing. 
Student Housing. 

Rural Housing. 

Aids for Rehabilitation. 
Native Peoples' Housing. 
Housing for Transients. 


Information on each of these program areas is 
purposely brief in order to facilitate identi- 
fication of options presented for decision. 
Further background papers are available if 


reguired. 


These will be supplemented by the 


report of the Low Income Housing Study Group 
due September 30th, 1971. 


Ls PUBLIC HOUSING 
Background 


Public housing was designed to serve families who can- 
not afford decent accommodation at market rates. To 
the extent that the program has produced accommodation, 
it has been successful. However, the program has 
raised many questions concerned with its social and 
psychological manifestations as well as the rapidly 
accelerating cost of operating subsidies. 


The Low Income Housing Study Group has undertaken a 
review of the program in order to provide information 
which would be used for a decision on the program's 
future. 


Findings 
The findings of the study group have indicated that: 


(1) Larger public housing projects tend to 
produce a socially homogenésus population 
characterized by its socio-economic isolation. 


(2) The "centralization" feature of the 35A 
public housing program has resulted in un- 
necessary delays and, in some cases, 
insensitivity to local problems. 


(3) The less favourable financial terms (ratio 
of 35E subsidy) of the 35D program have 
made it out of reach for poorer provinces. 


(4) Overemphasis on "cost reductions" has en- 
couraged the use of less desirable locations, 
unit size, amenities, etc. 


(5) Public housing management tend to be pater- 
nalistic and discipline heavy handed. 


(6) Tenant participation in management is 
generally unacceptable to provincial and 
local authorities. 


The Issue 
The Study Group is currently developing and supporting 


the following policy alternatives relating to the 
program's future: 


(1) Retaining the program and substantially in- 
creasing its volume. 


(2) Reducing emphasis on the program, shifting 
priority to other low income housing programs 
and limiting public housing for the use of 
the lowest income scale. 


(3) Closing out the program. 


Decision on these alternatives is seen as mid-term with 
emphasis on inter-governmental consultation and negotia- 
tions in the near term along with the development of 
programs directed at further involvement of other 
institutions in the delivery of low cost housing. 


The issue to be currently resolved is whether near 
term policy changes and legislative revisions could be 
sought to improve the present program without closing 
off the mid-term alternatives. 


The Options 
Option 1 


The Corporation would refrain from making any major 
policy or legislative change until policy on the 
program's future is formulated. 


Advantages: 


- Eliminates the risk of closing off mid-term 
options. 

~ Assures continued supply of badly needed units 
until alternatives are available. 

- The procedures relating to the current program 
are well known to provinces and municipalities. 

- Allows provinces to deliver 1972 programs 
which may have already been planned. 


Disadvantages: 


~ Postpones the benefits of any action which 
could be viewed as an improvement to the 
present program. 


Option 2 


Discontinue the use of section 40 (previously 35A). 
Increase the ratio of subsidies under section 44 
(formerly 35E) to 75/25. Provide professional/ 
technical services to provinces on request. 


Advantages: 


- Delays in processing are eliminated. 

~ Minimizes federal involvement. 

- Facilitates administration and management of 
projects. 

- Provides economic incentive to build more units. 


Disadvantages: 
- May not be acceptable to some provinces. 
- Increases subsidies. 
- Federal loses residual value of projects after 
loan is expired. 
Legislative Considerations: 
Legislative amendments would be required. 


Option 3 


Section 40 (e.g. 35A) would be amended to provide 
75% loans and 75% federal share of subsidies. 


Advantages: 

- Provides loan technique to those provinces 
who cannot afford the 50% share of operating 
subsidies under section 44 (i.e. 35E). 

- Delays in processing would be eliminated. 

- Minimizes federal involvement. 

- Facilitates administration and management of 
projects. 

Disadvantages: 


- The Federal loses the residual value of the 
project after the loan has expired. 


Legislative Considerations: 
Legislative amendment would be required. 


Option 4 


The Corporation would provide capital grants to 
provinces in lieu of operating subsidies. 


Advantages: 


- Administrative savings. 
- Minimizes federal involvement. 


a 7 


- Provinces would bear costs of inefficiency in 
project operation. 
- Eliminates long range subsidy payments. 


Disadvantages: 


~- Unforeseen increases in operating costs would 
be borne exclusively by provinces unless periodic 
adjustments are allowed. 


Legislative Considerations: 


Legislative amendment would be required. 


Option 5 


The interest rate on the loan wouid be written down 
(including part of principal if reguired). MThe 
write-down would equate operating subsidies which 
would otherwise be provided. 


Advantages: 


- Administrative savings. 

- Minimizes federal involvement. 

- Provinces would bear costs of inefficiency 
in project operation. 

- Eliminates long range subsidy payments. 


Disadvantages: 

- Unforeseen increases in operating costs would 
be borne exclusively by provinces unless 
periodic adjustments are allowed. 

Legislative Considerations: 
Legislative amendment would be required. 
Preferred Options 


Options 3 and 4 are recommended as viable improvements 
to the existing program -- would not result in substan- 
tial increases in subsidies and would not close off 
mid-term policy alternatives. 
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2 ENTREPRENEUR AND LL.D. HOUSING 


Background 


Study Group members, during frequent visits at local 
offices, have investigated “entrepreneur and L.D.” 
projects and have carried out interviews with builders, 
tenants and project managers. 


The Group has been specifically enquiring on: 


- The environmental quality of projects (site 
location, amenities, etc.) 


- The management practices of projects and 
tenant/management relations. 


- The attitude and motivation of the industry 
towards the program. 


- The relationship between income and rental 
levels. 


- The relationship between project and market 
rentals. 


Findings 
The Group's main findings relate to: 


(1) The environmental quality of projects con- 
structed. Deficiencies observed point to 
the need for minimum environmental standards 
which would provide necessary safeguards 
against overemphasis on "cost reduction". 


(2) The program's present and possible contribu- 
tion to a long term supply of "moderate cost" 
housing. The 15 year “mortgage out” feature 
of the program has apparently prevented at- 
taining this objective which, the Study 
Group believes, is a valid one. 


The Issue 


Assuming that the environmental quality of projects 
constructed must be improved, how could this be achieved 
without increasing costs -- and therefore rentals beyond 
the reach of the clients the program is intended to 
serve? 
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Accepting "production of a long term supply of moder- 
ate cost housing" as a valid objective would entre- 
preneurs retain interest in the program if the 15 year 
“mortgage out" feature were eliminated or extended? 


The Options 
Option 1 


The Corporation would develop and impose environ- 
mental quality standards which would become a loan 
condition. 


Advantages: 


- Would prevent entrepreneurs from effecting cost 
reductions at the expense of a minimum accept- 
able environmental quality. 

-~ Would provide projects more acceptable to the 
community. ) 


Disadvantages: 


- May be impractical to apply on a national basis. 

- May result in cost increases which would render 
rentals tnaccessible to the low-moderate in- 
come group. 

- Would require CMHC professional/technical re- 
sources. : 

- Difficult to administer. 


Legislative Considerations: 


While the Study Group will be recommending that 
reference to standards be included in the Act 

or Regulations, the standards could, preferably 
be imposed by administrative policy and practice. 


Option 2 


For projects constructed in accordance with mini- 
mum environmental standards, interest subsidies 
(lowering the interest rate below that of Sec- 
tion 15 or its equivalent) would be allowed during 
an initial period -- say five years -- possibly on 
a decreasing scale. 


Advantages: 


- Would maintain rentals within reach of low- 
middle income clients. 
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- Rents could be progressively increased to 
répay the loan at the normal interest rate. 
This would be made feasible by increases in 
incomes of tenants and market rents during 
the same period. 


Disadvantages: 

- May accelerate rental increases at a rate which 
would minimize the benefits of the program for 
low-middle income tenants. 

Legislative Considerations: 

Interest subsidies committed by the Corporation 

should be funded by federal funds similar .to 


section 44 (35E). This would require legis- 
lative amendment. 


Option 3 


The current "mortgage out" feature of the program 
(15 years) would be extended to 20/25 years. 


Advantages: 

- Would provide for a longer term supply of 
low-moderate cost housing. 

- Findings of the Study Group indicate that 
the motivation of the industry would not be 
Significantly reduced. 

Disadvantages: 


- Some decrease in entrepreneurs’ interest in 
the program can be expected. 


Legislative Considerations: 
No legislative amendment would be required. 
Preferred Options 
All three options are viewed as effective to improve 


the supply of good low/moderate cost housing -- a 
Viable alternative to public housing. 


3 6 COOPERATIVE HOUSING 


Background 


The Low Income Housing Study Group has investigated 
cooperative housing projects financed under the N.H.A. 
A large number of projects were visited. A brief re- 
view of sweat equity cooperatives was made in the 
Maritimes. Projects financed under the 1970 special 
$200 M. program were investigated. 


The Group was particularly interested in the organiza- 
tional structure of cooperatives, the income levels 

of their clients and CMHC's response to cooperative 
requests. Data is currently being compiled on needs, 
cost predictions and proposals for program development. 


Discussions were also held with Dr. A. Laidlaw who 
is currently preparing a background paper on the 
various aspects of cooperative housing in Canada. 


Findings 


The Study Group is expected to report on current 
policy and program deficiencies which it has identi- 
fied. These include: 


(1) Definition of "cooperative" as "homeowner- 
ship" instead of recognizing it as a particu- 
lar type of tenure. This has indirectly 
affected CMHC's appraisal techniques, rent 
to income scales and calculation of the 
"cost of tenure". 


(2) Varying interpretations of Corporation 
policy by local offices. 


(3) The need for easier access to preferred lend- 
ing rates and conditions in the case of low 
income housing cooperative projects. 


(4) The relative absence of major cooperatives 
in urban areas other than the western 
provinces. 


(5) The need to maximize the advantages of co- 
operative tenure as relating to the oppor- 
tunity of serving a broad range of income. 
At present, cooperatives are mainly middle 
income oriented. 


The Issue 


What policy and legislative changes would enable co- 
operatives to play a more effective role in the low 
income housing field? A key consideration is the 
"oarticipation" element of the cooperative form of 
ownership and the extent to which this element should 
be present at the "project planning" stage. 


The Options 
Option 1 


The Corporation would continue considering co- 
operatives as a form of home ownership and would 
maintain the requirement that 80% of units be 
occupied by shareholders. Individual low income 
cooperative members benefit from the same ad- 
vantage (e.g. assisted home ownership) as are 
available to other low income home owners. 


Advantages: 


- The element of participation in planning is 
retained. 


Disadvantages: 


- The Study Group's findings are indicative 
that the 80% requirement has prevented major 
cooperatives from being effective in larger 
urban areas. 


Option 2 


The requirement that 80% of units be occupied 
by shareholders would be removed. 


Advantages: 


- Would encourage further involvement of co- 
operatives in urban areas. 

~ Could lead to formation of cooperatives as 
an important institution in house construction. 


Disadvantages: 
- Would largely remove the element of partici- 


pation in “planning"™ which is currently seen 
as a benefit of cooperative ownership. 


ra 17 = 


Legislative Considerations: 


Section 7 (previously section 8) would require 
amendment. 


Option 3 

Cooperative ownership would be considered as a 
distinct form of tenure. In the case of low in- 
come groups, specific lending facilities with 
conditions similar to Section 16 loans would be 
made available, (i.e. lower interest rates, 50 
year amortization, waiver of application and 
insurance fees). 

Advantages: 

- Would provide same assistance as that pro- 
vided tenants under L.D. and Entrepreneur 
housing. 

Disadvantages: 


~ May result in pressure to provide similar bene- 
fits for home ownership. 


Legislative Consideration: 

Would require an amendment to the Act. 
Option 4 
Eliminate the equity requirement in cooperative 
low income projects where the cooperative's 
constitution prevents capital gain by share- 
holders at its termination. 


Advantages: 


- Cooperative ownership would be more accessible 
to the low income group. 


Disadvantages: 
- Logically, this option would have to be ex- 
tended to other non-profit low income housing 
projects. 


Legislative Considerations: 


Would require an amendment to the Act to provide 
for 100% financing. 


Preferred Options 


Options 2, 3 and 4 are recommended since they are 
viewed as leading to the formation of cooperatives 

as an important institution in the delivery of low/ 
moderate cost housing. Waiver of the 80% legislative 
requirement would not prevent CMHC from establishing 
administrative controls to ensure an acceptable degree 
of participation in the "management" of projects. 


A. NON-PROFIT HOUSING 


Background 


The Low Income Housing Study Group is currently complet- 
ing its study on the non-profit sponsorship of housing 
for families and single individuals. It has also 
investigated measures which could induce municipalities 
to become more involved in low income housing and more 
specifically in the construction and management of 
non-profit housing. 


Family Housing 


The following measures were identified as feasible 
policy changes which could promote the non-profit 
sponsorship of low cost housing. 


Option lL 


The equity requirement in non-profit low income 
housing projects would be eliminated. 


Advantages: 


- Would facilitate sponsorship from non-profit 
organizations who have difficulty meeting 
equity requirements. 


Disadvantages: 


- Greater mortgage risk. 
- Increases demand for limited mortgage funds. 


Legislative Considerations: 
Legislative amendment would be reguired. 
Option 2 


The Corporation would provide a capital grant 
equal in amount to the equity or other capital 
funds contributed to the project by the sponsor, 
province or municipality. The grant would be 
written off the loan amount and limited to 10% 
of the cost of the project. 


Advantages: 


- Would encourage the participation of non- 
profit and other institutions. 

- May be a viable alternative to public hous- 
ing - no operating subsidies required. 


Disadvantages: 
- Additional use of government funds. 
Legislative Considerations: 


Legislative amendment would be required. The 
amendment should provide for reimbursement from 
federal funds. 


Single Individuals 


The Low Income Housing Study Group has concluded that 
while the availability of rooming houses is rapidly de- 
creasing, the size of the poor unattached population is 
increasing. In the five largest metropolitan areas, 
there are 287,000 unattached adults with annual incomes 
of less than $4,000. Existing housing facilities are 
not designed to serve the life-styles of single per- 
sons, both young and old. 


Housing for senior citizens is dealt with under 
Section III-7 of the present report. 


Other programs developed within current or future 
policy on non-profit housing should provide for the 
construction of facilities specifically designed for 
unattached individuals. 


 < e 
oe ASSISTED HOME OWNERSHIP 


Background 


The 1970 Low Income Housing Program demonstrated that 

with the cooperation of the building industry it is pos- 
Sible through the use of new diréct lending techniques 

to enable lower income families to become home owners. 
Condominium tenure, reduced municipal and CMHC standards, 
interest rate reductions and extended amortization periods, 
mixed projects, rehabilitation cooperatives, mobile home 
projects were all tried in an attempt to effect unit 

price and carrying charge reductions. 


A modified program in 1971 has not met with the same 
dramatic success principally because the minimum inter- 
est rate was set at the CMHC borrowing rate of 77% with 
a 1% spread rather than the 74% interest rate with a 
24% spread possible under the 1970 program. With the 
increase in the borrowing rate that took place in early 
Summer the leverage of this technigue was nominal only. 
Generally, there was not sufficient impact to enable 
families earning under $6,000 tds become home owners. 

In addition, it has been reported that builders did 

not have suitable projects developed to the stage 

where they could be quickly executed. 


Assisted home ownership is now being recognized as a 
legitimate alternative to public housing. This is be- 
cause with the substantial experience now gained by 
the Corporation and other housing agencies it can now 
be seen that public housing projects are frequently 
not a satisfactory living environment for many fami- 
lies and the costs of operation are Significant. For 
example, a shared subsidy payment of $100 a month 
capitalized at the rate of 72% for 50 years is the 
equivalent of $15,100 (12.6 x $1200). Thus, every 
public housing unit built implies in capital terms an 
obligation of some $33,000 assuming an average initial 
cost of $17,900. 


From the point of view of a low income family assuming 
a 15 year period of inadequate family income, its bene- 
fit in public housing in economic terms is the present 
worth of the difference between the rent it would have 
to pay on the open market and the reduced public hous- 
ing rent. For purposes of illustration a market rent 
of $140 is assumed and a public housing rental of $85. 
This differential of $55 capitalized at 77% over 15 
years is the equivalent in capital terms of $5,740 

(8.7 x $660). 
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The same family in a home owner position would enjoy 
the additional economic benefits of mortgage payoff and 
Capital appreciation on the unit. Over the same 15 
year period assuming a $15,000 unit cost and a 35 year 
743% mortgage of $14,250 the principal paid off would be 
$2,270 ($14,250 x .160) and at an annual rate of infla- 
tion of 23% the housing unit would appreciate by 

$6,720 ($15,000 x .448). In total the family would 
benefit by $14,730. 


It seems apparent that it would not reguire anything 
like the $33,000 capital obligation implied in the crea- 
tion of a public housing unit nor as much as the bene- 
fit obtained by the family through a 15 year period of 
home ownership for the Federal Government to assist low 
income families to an ownership position. 


A more detailed comparison between interest subsidies 
and public housing operating subsidies is provided at 
Appendix A. 


The Issue 


How best can the Federal Government utilize its avail- 
able resources to help low income families attain a 

home ownership position? Such a program in part is 

seen as an alternative to the social problems implicit 
in and the dollar cost occasioned by the existing public 
housing program. 


The Options 
Option 1 


Direct action by the Corporation. Such a program 
would simply supplement existing direct lending 
techniques. The minimum qualifying income GDS 
limits would be lowered by a reduction in interest 
rates as required to the CMHC borrowing rate. The 
program would be expandable through further reduc- 
tions in the minimum interest rate to 5%, 3% or 
03. Mortgages could be discounted and sold to 
approved lenders. 


Advantages: 


- The program is capable of implementation with 
existing staff. 

- The program is non-discriminatory and could 
well embrace disadvantaged groups. 

- It is readily adaptable to existing housing, 
condominium tenure as well as cooperative groups. 
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- It would enable the industry to develop low cost 
projects within a more reasonable time frame. 


Disadvantages: 


- It does not make use of the expertise or 
resources of provincial housing agencies or 
municipalities. 


Legislative Considerations: 


Interest subsidies committed by the Corporation 
Should be funded by Federal funds similar to 
Section 44 (35E). This would require a legis- 
lative change. 


Option 2 


Several of the Provinces have already taken direct 
action to assist home ownership. British Columbia 
make grants to home owners; Alberta and Quebec make 
a 2% interest rate rebatement; and Ontario dis- 
pose of serviced lots under leasehold tenure at 
favourable terms. These various programs could 

be amplified and supported by Federal sharing in 
these costs on a bulk accounting basis. 


Advantages: 


- No significant additional workload would be 
placed on field staff. 

- The costs incurred in assisting low income 
home owners would be shared. 

- Provincial cooperation and assistance would 
be assured. 

- Accepting the closing out or reduction in 
emphasis of public housing as viable mid term 
alternatives, this option could be viewed as 
an important step towards this end. 


Disadvantages: 


-~ There would be limited political advantage at 
the Federal level in such an arrangement. 

- Such a program may channel funds merely to- 
wards the more receptive provinces rather than 
towards those families or areas of greatest 
housing need (and Federal support). 
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Legislative Considerations: 
Legislative amendments would be required. 
Option 3 


Encourage loans on shell housing, self help and 
cooperatives. By policy mortgages would be open 
ended and advances would be made on the basis of 
work-in-place. 


Advantages: 


- No interest rate subsidy or grant is required 
at least in the near term. 

- More effective use would be made of local 
resources. 


Disadvantages: 
- The program would be limited in scope and would 
require time to achieve even a modest number 
of starts. 
- Such a program implies significant technical 
assistance from field staff. 
Legislative Considerations: 


No legislative changes would be required. 


In addition to the three main options identified above, 
suboptions or further refinements to the programs are 
possible through such techniques as: 
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Relate the mortgage interest rate to house price. 
This envisages an interest rate commitment at the 
CMHC borrowing rate at house prices below $12,000 
and higher interest rate commitments with increased 
levels of house price. Although it has the ad- 
vantage of universality and ease of administration, 
it ignores regional differences in housing costs 
relative to family income. 


Gear mortgage payment to income. Monthly payments 
of interest and principal would be limited to 25% 
of borrower's income with accrual of unpaid inter- 
est. With inflation and in time the borrower 

would be able to retire the mortgage in full. This 
has the advantage of maximum savings to Federal 
funds but has the disadvantage of quasi-official 


S3. 


S4., 


S5. 


S6. 


S7. 
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recognition of ever present inflation and could 
put the borrower ina difficult financial situation 
if his income does not increase continuously. 


Reintroduce a grant system similar to the Winter 
Works Grant but larger in amount and limited in 
scope to low income families and unit end price. 
A simple means of encouraging low income housing 
starts but without direction or control. 


Disposition of low cost lots by leasehold tenure 
Similar to but more favourable than the OHC H.O.M.E. 
leasehold program. This would tend to limit Federal 
involvement to new subdivisions and would be dif- 
ficult to administer. 


Demonstration projects of low cost housing with 

capital and technical assistance. This has the 

advantages of focusing the attention of the in- 

dustry and associated institutions on new viable 
low cost housing solutions. 


Loans on unserviced sites. Such a policy would be 
a reversal of the Government's anti-pollution 
septic tank policy but would have the advantage 

of assisting lower income families to become home 
owners. 


Waiver of application fee and insurance fee. 
Particularly in low income housing the $35 applica- 
tion fee would probably not cover the costs of 

CMHC inspection and appraisal services. As it is 

a relatively minor sum, it should be retained. The 
insurance fee is an essential requirement to the 
future marketing of low income home owner mortgage 
instruments. This alternative should be left open. 


Preferred Option 


Option 1 is seen as tne preferred option as it has the 
considerable advantage of immediacy and effectiveness 
coupled with a strong potential of qualitative and 
quantitative expansion as experience increases and 
budgetary constraints allow. 


This option could easily be supplemented by option 3. 


6. MOBILE HOMES 
Background 


The mobile home was conceived as a vehicle in which a 
family could live a migratory life and, until recently, 
it was never conceptually accepted as a. form of perman- 
ent housing. It is now quite clear, however, that 
people living in mobile homes are no longer, as a class, 
any more migratory than any other group. | 


A study on mobile homes was undertaken by CMHC in 1969 
and updated in August 1970. Recommendations were also 
made by the Executive Director, Loans, in October 1970. 


Under the auspices of the Low Income Housing Program - 
1970, some opportunity for experimentation was attempted 
through the "Mobilex" London, Ontario, project. O.M.B. 
unfortunately turned down the municipality's request 

for rezoning and the project currently remains dormant. 


In 1971, a loan on mobile homes was made by the Royal 
Bank within the Barrie Office territory. The project 
is proceeding and may well provide valuable information 
on the public acceptability of mobile homes and their 
viability as a living alternative. 


Findings 


Studies to date have revealed two major disadvantages 
which need be reduced or overcome: 


~ the growing inadequacy of suitable sites for 
location of mobile homes in an urban context, and | 


~ the need for provision of less onerous financing 
terms to make it available to those having 
lower incomes. 


Specifically as related to low income housing, several 
factors currently militate against the use of mobile 
homes except as an alternative choice for senior citi- 
zens and others who could be classed as apartment 
dwellers. These factors include: 


‘- the cost of units; 

- their minimal size; 

- location outside of urban areas; 

~ the availability in certain areas of standard low 
cost housing at comparable prices; and 

- less favourable repayment terms. . 


The Issue 


Assuming that the mobile home is in fact a house, what 
short term measures should be taken to increase its 
viability as a living alternative and as an instrument 
which could effectively be used towards low income 
housing objectives? 


The Options 
Option 1 


The present policy of experimentation would be 
continued until the result of experimental pro- 
jects are known. The development of mobile homes 
would thus be considered as an evolutionary pro- 
cess best supported under current programs. 


Advantages: 


- May provide answers to site and financing 
problems and eventually contribute to low 
income housing stock. 

- Would provide guidance for mobile home 
manufacturers to produce a more acceptable 
product. 


Disadvantages: 

- Longer term policy would be slow to evolve. 
Legislative Considerations: 

No legislative amendment would be required. 
Option 2 
The mobile home would be formally and publicly 
recognized as a house for NHA lending purposes 
provided it is located on an appropriate site 
and meets NHA minimum standards. The Corporation 
would insure approved lenders’ loans, make direct 
loans and adapts its appraisal, inspection and 
advancing techniques. 
Advantages: 

- May provide a way out of the legal maze in 


which the mobile home finds itself by accept- 
ing the fact that it is simply a house. 
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- Would rapidly increase its viability. 

- May result in increasing pressures on muni- 
cipal and provincial bodies to adapt their 
legislation to the use of the mobile home 
in larger urban centres. 


Disadvantages: 


~ Would result in increased pressure for direct 
lending since it is unlikely that approved 
lenders will be interested to any significant 
degree. 

- Would be applicable mainly to smaller centres, 
frontiers and rural or gquasi-rural housing 
build up. 


Legislative Considerations: 


No legislative amendment would be required al~- 
though the widening of definitions in the Act to 
include mobile homes would make it clear to the 
general public that the mobile home is in fact 

a house. 


Option 3 


CMHC would provide loans to.private industry, 
similar to that provided government bodies, for 
land assembly and for the development of properly 
designed subdivisions which can accommodate the 
mobile home. 


Advantages: 


- Would enable the sale of mobile homes located 
in properly serviced communities. 


Disadvantages: 
~ Similar requests for land assembly financing 
would probably be received from conventional 

developers. 


Legislative Considerations: 


Would require amendment to Section 42 (formerly 
Section 35C) of the Act. 


Option 4 


The Corporation would finance mobile homes under 
chattel mortgages, independently from the mobile 
home park. 


Advantages: 


- Would make financing available at much lower 
interest rates than that of conventional 
chattel mortgages. 

- Would adapt financing to the way the industry 
is currently organized and operated. 


Disadvantages: 
- May require an increase in mortgage insurance 
fees to compensate for greater risks. 
- Would not provide for sufficient control of 
Site planning and environmental qualities 
Of parks. 
Legislative Considerations: 
Major legislative amendment would be required. 
Preferred Options 
Options 2 and 3 are recommended as near term measures 


which would more rapidly test the viability of mobile 
homes than the current experimental approach. 
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in SENIOR CITIZENS HOUSING 
Background 


Dr. H. Lithwick observed that 40% of all metro poor are 
over 65 years of age. 


Between 1965 and 1970, 23,130 units and 21,102 hostel 
beds were supplied at a cost to the federal government 
of $326,911,000. 


The Low Income Housing Study Group has been specifically 

asked to assess how the housing needs of elderly citizens 
can best be met over the next 3 to 5 years. It has also 

reviewed all available information on the subject. 


An independent study of existing accommodation for the 
elderly by the Canadian Council far Social Development 
is currently underway. Informal . discussions were 
‘also held with officers of the Department of National 
Health and Welfare. 


Findings 


There is a consensus that, while providing good homes 
for a relatively few old people, little has been done 
to assist the majority who remain in their own homes 
or who rent outside nursing homes. 


There is also a need to respond to social requirements 
of the elderly in view of their relative social im- 
mobility. 


Given the basic need of the elderly to maintain an 
independent life-style and to have access to basic 
facilities and services, the present housing is inadequate 
in the following ways: 


(1) For tenants under the NHA 


a) Insufficient services on or off-site 
b) Paternalistic management attitudes 
c) Inappropriate locations 

dad) Lack of alternatives in form 


(2) For home owners 
a) Maintenance/repairs are needed 


b) There is a lack of communal/neighbourhood 
based services to support home living. 


The Issue 


Accepting that senior citizens represent a significant 
percentage of the urban poor with specific social needs, 
to what extent should the provision of facilities and 
services be recognized as an integral part of the shelter 
package and benefits extended to elderly in the community? 


The Options 
Option Ll 


The Corporation would continue its existing pro- 
gram, with greater emphasis on: 


a) Design guidelines, and quality of the output. 


b) Greater participation by the elderly in the 
design, management and administration of projects. 


Advantages: 


- Least disturbance of present program direction 
for federal, provincial or municipal governments. 
- Concentrates on the production of new housing. 


Disadvantages: 


- Does nothing for elderly remaining in their 
own homes. 

- Perpetuates the attitude that our responsibility 
ends with the provision of shelter. 

- Provides no alternative for the concentration 
of the elderly in large groups, and large 
buildings. 


Option 2 


In addition to financing housing projects (option 1), 
C.M.H.C. would recognize that the provision of faci- 
lities and services is an integral part of the 
shelter package, would participate with other fed- 
eral departments and government levels and would 
finance the construction or renovation of community 
facilities and service centres. 


Advantages: 
- Emphasis on service to the elderly in their 


own homes should reduce the demand for new 
accommodation. 
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- Service centres in NHA financed senior citi- 
zens' projects could be constructed to serve 
the whole community. 

- Development of a coordinated dwelling, facility 
and service network with a potential of expan- 
Sion to all disadvantaged groups, and a strength- 
ening (through urban assistance) of the 
municipal capability to respond to the needs 
of its people. 

~ Definition of housing as a social utility 
divorced from the use of housing as an instru- 
ment of fiscal policy. 


Disadvantages: 
- Tri-level government consultations required 
in program development. 
- Use of limited housing funds. 
Legislative Considerations: 
Major legislative amendment required. 
Preferred Option 
Option 2 is recommended as the beginning of a social 
development policy which could, as a first step, be 
limited to the needs of a Special group. 
Where the sponsor is a non-profit organization, loans 


and grants, as provided for non-profit housing (III-4), 
could also be made available. 


8 . STUDENT HOUSING 
Background 


From a modest beginning in 1960, when the National 
Housing Act was amended to accommodate student housing, 
this program has steadily grown both in terms of the 
institutions served and as regards the expenditure of 
funds. The latter is now governed by a statutory 
limit of $550 million. In order to assess the future 
of this program, the Corporation, early in 1970, 
launched a study group which submitted its findings 

in the Spring of 1971. Subsequently, a workshop was 
held on student housing by the Policy Planning Division 
for the purpose of developing policy options for con- 
sideration by management. The Department of the 
Secretary of State 1s about to launch a task force on 
education which includes student housing as part of 
its terms of reference. 


Findings 
-~ The Study Group's report makes an evaluation of the 
needs for the next decade. It estimates that to meet 


them, CMHC may be required to spend $1,600 million. 


- It emphasizes that a wide range of choices should 
be provided to satisfy the diverse needs of students. 


- It recognizes the necessity for the institution to 
be integrated with the community. 


The Issue 


What role, if any, should CMHC play to meet anticipated 
needs in terms of guantity and quality, varieties of 
form, style, size and location of student housing, 
taking into account the financial position of post- 
secondary institutions? 


The Options 
Option 1 


CMHC would consider student housing as basically 
an educational matter. Responsibility would rest 
mainly with the institutions themselves and the 
provinces. If any at the federal level, it would 
rest mostly with the Secretary of State. CMHC 
could still perform a role confined to the fin- 
ancing of projects. 


Option lA 


CMHC would continue the present program under 
Section 47(36B) with about the same level of 
commitment until the federal task force on 
education has completed its report. 


Advantages: 


~ Limited risk of CMHC being involved ina 
constitutional problem. 

~ Limited risk of locking the federal govern- 
ment and CMHC into a certain role and 
commitments. 

~ Present level of commitments means a limited 
expenditure of funds. 

~ For a time, it is unlikely to create seri- 
ous pressure on CMHC since adverse reac-— 
tion to the curtailment of program has 
already died out. 


Disadvantages: 


~ According to statistical projections, 
institutions' and students’ needs will be 
far from satisfied, unless alternatives 
are found. 

~ There has been a widespread dissatisfac- 
tion, especially by students, with the 
student housing presently built. This 
would need to be remedied through greater 
control by CMHC. 

- The present program tends to ignore the 
impact of students on the housing stock 
in the vicinity of institutions, their 
competition with low income people, and 
in general, the relationship between 
student housing and the community. 


Option 1B 


CMHC would withhold its support until the 
federal task force on education has completed 
its report. 


Advantages: 


- No risk of CMHC being involved in a con- 
stitutional problem. 

- No risk of locking the federal govern- 
ment and CMHC into a certain role and 
commitments. 
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- CMHC can shift funds to other programs 
having greater priority. 


Disadvantages: 


- It may create a student housing crisis 
if no alternatives are found. 

- It may provoke severe adverse reaction, 
especially from institutions. 

- A "no involvement" policy tends to 
ignore the impact of students on the 
housing stock in the vicinity of institu- 
tions, their competition with low income 
people and, in general, the relationship 
between student housing and the community. 


Option 2 


CMHC would consider student housing as basically 
a housing matter within its field of responsibility. 


Option 2A 


CMHC would have a major responsibility in 
student housing and would develop a new pro- 
gram for students who would be considered a 
special group. 


Advantages: 


- It may provide a greater sensitivity to 
the needs of students. 
- Overall control by CMHC on student housing. 


Disadvantages: 


- Would require a large expenditure of funds 
to meet projected needs. 

- Greater risk of CMHC being involved ina 
constitutional problem. 

- Tends to ignore the impact of students on 
the housing stock in the vicinity of 
institutions, their competition with low 
income people and in general the relation- 
ship between student housing and the 
community. 


Option 2B 
CMHC would consider students as another low 


income group and include student housing sup- 
port in its overall low income housing program. 


Advantages: 


- Less likely to create a constitutional 
problem than a special program. 

- Provides wider range of choice in terms 
of support than the actual program. 

- Greater flexibility in budgetary alloca- 
tion. 

- Greater opportunity than actual program 
to experiment with mixed occupancy, 
especially with other unattached individuals. 

-~ It recognizes the impact of students on 
the housing stock in the vicinity of 
institutions, their competition with low 
income people and in general the relation- 
ship between student housing and the 
community. 


Disadvantages: 
- Less sensitivity to student needs. 
Preferred Option 
Option 1A is recommended on a contingency basis pend- 
ing completion of the Federal Task Force's work on 


education. Option 2B is seen as the most viable alter- 
native, should option 1A not be accepted. 


9% RURAL HOUSING 
Background 


Reports on the following studies, undertaken for the Study 
Group were reviewed by the Policy Planning Division. 


(1) Rural Housing Policy in United States - 
Its Relevance for Canada. 


(2) Physical Housing Status of Rural Households. 
(3) Physical Housing Status of Farm Households. 


(4) Report on Housing Programs of Federal Depart- 
ments and Agencies other than CMHC. Selected 


studies. 

(5) Rural Families and their Homes. (Based on a 
longitudinal study of Ontario Farm Families, 
1959-1968). 


The following were also reviewed by the Division. 


1) Policy Group Paper - 1968 recommended 
changes to the N.H.A. to facilitate "“Resettle- 
ment in Special Areas" including Assisted Rural 
Home Improvement Program. 


2) Briefing Paper on Provincial Municipal Attitudes 
Regarding the N.H.A. 


Findings 


20% of households in Canada are located in rural areas 
which can be defined as all communities with fewer than 
1,000 residents including farms. 45% of these households 
have annual incomes of less than $4,000, 59% occupy housing 
constructed prior to 1940 of which 25% are without water 
and 33% without a toilet. The tenure of 89% of this 

income group is home ownership. 


Although actual statistics for rural service centres 
with populations of up to 10,000 are not available, it 
1s reasonable to suggest that income and housing status 
in these centres would not be too different from that 
outlined above. 


Rural areas have different housing problems than metro- 
politan areas. The housing need in rural areas is prin- 
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arily for rehabilitation of dwellings. Housing need in 
rural areas affect all households, not only those of 

low income. Housing is only one of the needs of the 
rural poor but crucial to the success of all other rural 
development plans. The rural poor lack the power to 
voice their demands effectively. Programs are needed 

to improve living conditions in rural areas and to make 
accessible a better quality of life to the rural poor. 


Little or no federal government provision now exists 
for rural housing per se. Other federal departments 
and agencies such as the Farm Loan Board, Department 
of National Health and Welfare, Indian Affairs and 
Northern Development and the Department of Regional 
Economic Expansion have interests. There is no co- 
ordinating overall housing policy. 


Most provinces have some concern about the welfare of 
the rural poor and housing and would welcome federal 
assistance to help resolve their particular type of 
problem, i.e. Prairie provinces ~- housing for their 
northern communities. 


The Issue 


There is an obvious need to improve housing and living 
conditions in rural areas and service centres with 
population of up to 10,000. Present CMHC policies and 
NHA facilities are geared to urban housing and urban 
poor and do not take into account the peculiarities 

in life~style, standards and needs of rural people, 
areas and centres. 


Although the primary need is funds for housing improve- 
ment and rehabilitation, additional new housing is re- 
quired to house new families, facilitate replacement 

of obsolete housing and the filtering down process, 
particularly in the service centres. 


The Options 
Option 1 
Maintain present position. 
Advantages: 
- May provide clearer cut choice for rural poor 
to take advantage of training and relocation 


assistance being made available by federal 
and provincial governments. 


Disadvantages: 


- Rural housing and the situation of the rural 
poor will worsen. 

- Canadians in rural areas will continue to lack 
the type of assistance available to Canadians 
located in urban areas. 


Legislative Considerations: 


None. 


Option 2 


CMHC would initiate a small high level interdepart- 
mental steering committee to develop a coordinated 
and integrated federal policy for the rural poor. 
This steering committee would encourage existing 
general farm organizations to take rural housing 
into their terms of reference as a particular 
project so that they could reflect the views, 

needs and aspirations of the rural community. Thus, 
the steering committee could arrange closer contact 
with the rural poor and develop more appropriate 
policy. 


Advantages: 

- Good possibility of developing a sound long 
term overall federal government policy to deal 
with the total problem of the rural poor. 

Disadvantages: 

-~ Long term policy would be slow to evolve. 
Legislative Considerations: 

None at this time. 
Option 3 
CMHC would fund essential improvements in Rural 
Housing on an agency loan basis through Chartered 
Banks and Credit Unions. The rate of interest to 
be charged would relate to income of borrower 
Similar to the home owner assisted program. 


Advantages: 


- Would provide rural dwellers with opportunity 
to improve their housing and living conditions. 
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Help preserve rural housing stock. 

Provide additional employment in rural areas. 
Loans on agency basis would permit more 
personalized local administration where 
problems and needs are better known. 


Disadvantages: 


- Additional use of federal funds. 
- In view of relatively low incomes and present 


life-style of rural dwellers provision of loans 
may amount to token effort towards housing 
rehabilitation. 

May affect relocation program efforts in some 
areas. 


Legislative Considerations: 


NHA would have to be amended to permit CMHC to 
make home improvement loans at flexible inter- 
est rates and commission other lenders to act 
on its behalf. Subsidies should be recovered 
from federal funds in a manner similar to 
Section 44 (35E). 


Option 4 


CMHC would provide home improvement loans plus 
grants based on income as part of an overall 
provincially assisted rural/outlying area improve- 
ment program. 


Advantages: 


Would financially involve provinces in resolv- 
ing their own rural housing problem. 

Rural housing improvement program could be 
integrated with others such as relocation and 
training programs. 

May slow migration to urban areas where employ- 
ment and housing opportunities are lacking 
thereby cutting overall welfare and subsidized 
housing costs. 

Help preserve housing in rural areas and up- 
grade housing and living conditions of rural 
dwellers. 


Disadvantages: 


- Requirement of additional federal funds in 


terms of investment and subsidies. 


- There is a possibility that assistance to 
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welfare recipients for essential repairs from 
the Canada Assistance Plan may be withdrawn 

if the NHA is amended to provide this facility. 
Section 5(2) of C.A.P. prevents duplication. 


Legislative Considerations: 


NHA would have to be amended to permit the 
Corporation to finance home improvements and 
share losses with the provinces. Subsidies 
should be recovered from federal funds in a man- 
ner similar to Section 44 (35E). 


Option 5 


CMHC would fund and promote an across the country 
program of pilot projects of new housing for rural 
and outlying areas and their service centres. The 
object would be to develop and test building, 
planning, loan and credit criteria relating and 
best suited to the life-style and environment 

of the various regions. The purpose would be to 
use the knowledge gained from these pilot projects 
to develop realistic policies for future housing 
programs. 


Advantages: 

- Raises local aspiration levels and social 
Standards of housing. 

- Practical method of developing appropriate 
housing programs for the various and diverse 
areas of Canada. 

- Would provide basis of involvement and partici- 
pation of other levels of government, interested 
organizations and citizens' groups. 

Disadvantages: 


- Prolonged method of developing long term policy 
and programs. 


Legislative Considerations: 
No legislative revisions would be required. 
Option 6 


CMHC would fund projects on the basis of actual 
use rather than on the basis of proposed use. 


At present, the only real option for a small stable 


bes A? = 


town to add to its housing stock and provide hous-: 
ing for its low income families is through the 
public housing sections of the NHA which is im- 
mediately stigmatized. To resolve this problem, 
agreement can be reached with the province and 
municipality for the Corporation to initially 
finance or insure a specific number of modest 
housing units. These units would be offered for 
sale by the builder at an agreed price. The 
units not sold after three months could be 
acquired by an entrepreneur or non-profit organi- 
zation and rented at Section 16 rentals. The 
balance, if any, could be used as public housing. 


Advantages: 


- Maximum flexibility in terms of tenure. 

- Housing would have maximum opportunity of 
income integration. 

- Surplus existing housing could be acquired 
for public housing purposes which would mean 
that the newest houses would not necessarily 
be for families of low income. 


Disadvantages: 


- Would not be suitable for all small towns. 
- May develop into protracted negotiations. 


Legislative Considerations: 
No legislative amendments required. 


Preferred Options 


Options 2, 4 and 6 are recommended as near term measures 
which could effectively improve housing and living 
conditions in rural areas. 
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10. AIDS FOR REHABILITATION 


Aid for rehabilitation is a program area of signifi- 
cant importance to both the "low income housing" and 
“urban assistance" sectors. "Rehabilitation" elements 
of both sectors are included in an integrated report 
submitted separately. 


ll. NATIVE PEOPLES' HOUSING 


CMHC is currently sponsoring a Study Group on Native 
Peoples' Housing. The Study Group's report will be 

an integration of the results of ten studies conducted 
by Native Peoples' organizations. The integrated 
report has unfortunately not been completed in time 
for review by the low income housing Sector Team. 


12. HOUSING FOR TRANSIENT YOUTH 


The Low Income Housing Study Group has not addressed 
itself to the housing needs of transient youth. The 
Policy Planning Division, in its work program, has 
not considered this as a priority issue. 


Further in depth knowledge about the transient youth 
phenomenon, accommodation needs, preferences, etc. is 
required before an effective policy can be formulated 
and a program can be developed. Policy formulation 
would also be greatly influenced by the priority that 
the federal government assigns to this problem, by 
policies and programs of other federal departments 
(e.g. Secretary of State and Department of Health 

and Welfare) and by the role CMHC is prepared ta 
assume in this field. 


The priority of transient youth housing in relation 
to other issues will be considered by the Policy 
Planning Division during preparation of its 1972 
work program. 


- 44 - APPENDIX A 


ASSISTED HOME OWNERSHIP 
Comparison of Interest Subsidies 


to Public Housing Operating Subsidies 


In order to make a comparison between the costs of Section 44 

(35E) subsidies and interest rate subsidies as envisaged under 
an assisted home ownership programme, the following assumptions 
are made: 


1. 


That in each alternative average unit cost is $18,000. 
Based on past experience this may be too high for low 
income home ownership but may be realistic in terms of 
an expanded programme and future costs. 


That home ownership loans made at a rate less than our 
current direct lending rate of 8 3/4% represents a subsidy. 
The lower interest rates now available under Sections 40 
(35A) and 43 (35D) although excluded from the calculations 
probably have represented an additional operating loss to 
Federal funds. This factor is, however, ignored. 


For low income home ownership loans, a term of 40 years is 
assumed together with a five year roll over provision with 
family income and interest rate review. A G.D.S. ratio of 
25% by policy is assumed to be the operative point for 
interest rate subsidy. Family incomes increase by 4% net 
per annum. 


The minimum family income that can carry an $18,000 house is 
$7,850 (available loan 953 of $18,000 = $17,100 plus fee = 


$17,271, annual repayments are $1,562). 


(Taxes included at 


$400.) 


From this base, the following table is projected: 





Minimum Interest Rate Annual Annual No. Years 
Income Actual Reduction Repayments Subsidy Payment to Reach 
g z $ $ $7,850 Income 
7,850 8 3/4 _ 1,562 = — 
7,270 7 3/4 1 1,416 146 2 
6,540 6 3/4 2 LyZ37 325 5 
5,980 5 3/4 3 1,095 467 7 
5,370 4 3/4 4 942 620 10 
4,920 3 3/4 5 831 731 12 
3,330 0 8 3/4 432 1,130 19 


wa 


As the roll over income review period is assumed at five year 
intervals, the assumed cost under the programme discounted to 
the present time at 73% would be: 


Interest Period Total 

Income Subsidy Paid Liability 
$ $ Years 

7,850 _ - _ 
7,270 146 5 643 
6,540 325 5 1,314 
5,980 467 5 

+146 10 2,891 
5,370 620 5 

#325 10 4,739 
4,920 731 5 

t467 10 

+146 15 7,164 
3,330 1,130 10 

#731 15 

+467 20 18,969 


From these calculations it is possible to gain an indication 
of the relative liability assumed under the different options 


open. 


For example: 


Programme Liability Assumed 
Reduction of Per Unit 


| oo 


NR OR 


(min. income) $ 


($7,270) 643 


($6,540) 50% at $643 (proration necessary 
50% at $1,314 to include all income 978 
ranges eligible) 


($5,980) 33 1/3% at $643 
33 1/3% at $1,314 
33 1/3% at $2,891 1,615 


at 
at 
at 
at 


at 
at 
at 
at 
at 


Programme 

Reduction of 

% (min. income) 

4 ($5,370) 25% 
25% 
25% 
25% 

5 ($4,920) 20% 
20% 
20% 
20% 
20% 

Down 

to 

0% 


($3,330) calculation not practical 
say 70% as above 
say 30% at $18,969 


$643 

$1,314 
$2,891 
$4,739 


$643 

$1,314 
$2,891 
$4,739 
$7,164 


Liability Assumed 
Per Unit 


: 


2,397 


3,349 


8,034 


The Federal share of subsidy payments made to public housing 


projects is of the order of $50 a month. 


Anticipated rent for 


family housing is around $85 per month representing on the 


Graduated Rental Scale an income of $4,460. 


The assumed Federal 


liability for each public housing unit has been calculated to 
be $7,550 (discounting of $600 at 7 3/4% over 50 years). 


The 


1. 


To 
an 


following observations appear pertinent: 


An assisted home ownership programme is a more economical 
alternative to public housing except in the lowest income 
ranges. This means that a modified public housing rental 


programme should continue. 


This is supported by the more 


practical consideration that families with poverty line 
incomes could not be expacted to maintain their home even 
if it were purchased under the most favourable terms. 


Emphasis under the assisted home ownership programme should 


be placed on reduction of unit costs. 


This would lower 


municipal tax portion of the G.D.S. as well as making the 


interest rate reductions most effective. 


Assistance by the Provinces through housing grants or shared 
interest rate subsidies would make the programme less costly 


to the Federal Government. 


make home ownership possible for families with $5,000 incomes 


interest rate reduction of 4% is required. 


